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In an Oct. 14 speech broadcast nationwide on television and radio, President Raul Alfonsin
explained his government's new economic policies announced this week. Highlights of the speech
follow: The Argentine government cannot resolve the "fundamental" causes of the country's
economic crisis, due to the intractability of the foreign debt burden, and declining prices for
Argentine exports on the world market. According to Alfonsin, there will no long-term solutions to
the debt problem as long as interest rates remain at current or higher levels. He stated that interest
rates would have to be "well below half of what they are today," before his government or any
debtor nation government could realistically begin to cope with the debt burden.
As an example of the high costs of the debt and the government's inability to control this major
component of national spending, Alfonsin pointed out that recent interest rate hikes will require
Argentina to pay another $700 million this year over initial estimates. In this scenario where the only
"flexibility" in debt contracts is enjoyed by creditors domestic "economic adjustments" are often
doomed. The causes of interest rate fluctuations originate outside Argentina, i.e., in industrialized
countries. The president declared that creditor nations must assume responsibility for interest rate
fluctuations, and in so doing, reduce the Third World debt burden in substantive forms.
Argentina's contemporary economic situation was described as "resource scarcity." In this context,
said Alfonsin, continual struggles over resource distribution no matter how legitimate are ultimately
self-defeating, in part because they generate an inflationary spiral. Public sector deficits, he added,
are outcomes of these "distributive" struggles, fueled in part by attempts to recoup losses resulting
from inflation. The "inflationary bomb" leads to uncertainty which debilitates national production
and investment, and weakens the government in its negotiations in the international area with
creditors and world economic powers.
The economic measures announced on Oct. 13 are components of the government's strategy to
"deactivate the domestic inflation bomb," and with this, the fiscal deficit. According to Alfonsin,
inflation must be radically reduced before Argentines can hope to resolve other economic problems
in a long-term sense, including those related to resource distribution. The president acknowledged
that many of the anti- inflation instruments employed at present by the government were used in
the past: "wage and price freezes, for example." However, he said, the "heart" of the new policy
package consists of measures focused on equity.
In this regard, he mentioned tax reform bills to be delivered for congressional approval. These
tax reforms, he said, are destined to "terminate fiscal privileges...and inequalities by preventing
[tax] evasion." A social and political "pact" is necessary at this time to ensure stability and
"governability" in the next 12 months, and the remainder of Alfonsin's term in office. A pact, he
said, among political parties is required due to the outcomes of the Sept. 6 elections. On the one
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hand, the ruling Radical party lost its majority in the national congress, while differences among the
opposition parties do not provide them with clear-cut control either. On the other, the Peronists won
most gubernatorial elections in the provinces, although the provincial legislatures are dominated by
the Radical party.
A social "pact" among government officials, representatives of private industry and labor is also
necessary to ensure that inflation is brought under control. Alfonsin promised to "rationalize"
public spending within the next six months, but not at the expense of employees. "Spaces" will be
opened for private sector investment "in areas until now reserved to the public sector," mainly in
the petroleum and telecommunications industries. An "exceptional tax" of 50% on gasoline is to be
introduced in the national congress. Revenues from this tax be directly channeled into increasing
the minimum retirement pension by 300 australes. (Basic data from Argentine news agency, DYN,
10/14/87)

-- End --
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